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WAR DEBT IMBROGLIO STILL UNSETTLED 


rem 





LTHOUGH the conference between President 
Hoover and Governor Roosevelt on Novem- 
ber 22 failed to yield any definite indication of 
future American policy regarding the basic prob- 
lem of revision of the war debts, some progress 
appears to have been made during the past week 
toward a compromise on the December 15 pay- 
ments. Moreover, both leaders have apparently 
recognized the necessity for ultimate revision. 
In a statement issued on the day following his 
conference with Mr. Roosevelt, the President re- 
iterated the position of the United States that 
the war debts must be considered as separate and 
distinct from reparation and are therefore un- 
connected with the Lausanne settlement, but sug- 
gested that Congress authorize the creation of an 
agency to review with each debtor individually 
the question of its intergovernmental obligations 
in connection with disarmament and the problems 
facing the World Economic Conference. While 
declaring that “no facts have been presented by 
the debtor governments which would justify .. . 
postponement” of the forthcoming payments, he 
added that “if extraordinary circumstances such 
as depreciation of currencies and a general fall in 
world trade” made payment in dollars impossible 
“without losses on both sides,” the debtor might 
be allowed to deposit the required amount in its 
own currency to the account of the United States. 
If carried through, this latter proposal would in 
effect postpone the payment to such a time as the 
transfer could be brought about without seriously 
menacing the international exchanges. 


While dissociating himself completely from the 
immediate problems connected with the December 
payments, Governor Roosevelt issued a statement 
advocating direct negotiations through normal 
diplomatic channels rather than by means of a 
specially constituted commission. “No action by 
Congress,” he declared, “has limited or can limit 
the constitutional power of the President” in this 


connection. Apart from this point, he indicated 
his agreement with the general views expressed 
by Mr. Hoover, and, to the disappointment of 
many, his statement contained no reference to 
the relation which he had previously declared to 
exist between debts and tariff policy. Although 
Mr. Roosevelt emphatically asserted that the prin- 
ciple whereby. “an individual debter. should at all 
times have .. . the opportunity to lay facts and 
representations before the creditor” is a “basic 
obligation of civilization,” he made no definite 
commitment regarding revision or reduction. 

In its replies to the British and French notes 
on November 23, the State Department pointed 
out that the power to effect revision of the debts 
rests solely with Congress, and while the Presi- 
dent was willing to recommend the establishment 
of an agency to deal with the question, there was 
little reason to expect Congress to view the situa- 
tion differently than it had in the past. Further- 
more, it declared that no facts had been presented 
by the debtors which were likely to induce Con- 
gress to grant a suspension of the December 15 
instalment. Similar replies were sent to Poland, 
Czechoslovakia and the other countries which had 
requested reconsideration of their obligations. 
While these notes were apparently cast in terms 
of a firm refusal of the debtors’ request, it is sig- 
nificant that the door is not definitely shut against 
either reconsideration or postponement. The 
debtors are merely urged to base their plea on 
the recognized principle of “capacity to pay” or 
on urgent economic considerations rather than 
on the commitments made at the time of the 
Hoover-Laval conversations in October 1931. 

There can be no question that the attitude of 
Congress toward the issues raised by the war 
debts will be strongly influenced by internal con- 
siderations. The granting of favorable terms to 
the European debtors is almost certain to be fol- 
lowed by pressure for similar action in regard to 














farm mortgages, and eventually for the scaling- 
down of long-term obligations of all types. As 
such action could scarcely be taken without 
disastrous repercussions upon the entire financial 
structure, sentiment in Congress is said to be 
crystallized against concessions of any type at the 
present time. 

In spite of the overwhelming urgency of these 
internal considerations, the recent developments 
on the foreign exchange and commodity markets 
indicate that the risks of collection are materially 
greater than those of revision. The rumor that 
the United States would insist on payment of the 
debts brought about a sharp decline in the value 
of sterling which has been accompanied by a gen- 
eral setback in commodity prices. By November 
29, sterling had dropped to a record low mark of 
$3.1414. Silver, wheat and cocoa also established 
all-time low records during the past few days, 
while stocks, bonds and most commodities shared 
in the general recession of prices. This grave 
reaction to the uncertainties of American policy 
is another illustration of the necessity of dealing 
with the debts as an integral part of the broader 
problems of world economic reconstruction. 


MAXWELL S. STEWART 


Japan Pays the Piper 

Concluding its consideration of the Japanese 
and Chinese observations on the Lytton Report, 
the League Council on November 28 transmitted 
the report and the minutes of its session to the 
Assembly, which is to be formally convoked on 
December 6. The Committee of Nineteen, ap- 
pointed last spring to handle the Far Eastern dis- 
pute, is meeting on December 1 to prepare an 
agenda for the Assembly’s consideration, possibly 
including a resolution by which the League pow- 
ers would bind themselves not to recognize Man- 
choukuo or aid it financially. The decision to 
transfer consideration of the Lytton Report to 
the Assembly was taken without discussion. Al- 
though M. Matsuoka, the Japanese representative, 
abstained from voting, he confirmed Japan’s wil- 
lingness to have the question discussed in the As- 
sembly under the conciliatory procedure provided 
by Article XV of the Covenant. 


Meanwhile, important internal political devel- 
opments have been transpiring in Japan. On 
November 25 the Saito Cabinet officially approved 
the largest national budget in Japan’s history, 
calling for an outlay of ¥2,239,000,000 ($475,- 
787,500 at exchange rate of 21.25 cents). Income 
for the fiscal year 1933-1934 under this budget is 
estimated at ¥1,842,000,000 ($285,175,000), leav- 
ing a deficit of nearly one billion yen, the whole of 
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which is to be met by domestic bond issues. It | 
should be noted that the deficit in the present | 
year’s record expenditure of ¥1,943,000,000 is ex- 

pected to require domestic bond issues totalling | 
¥614,000,000 before the close of the fiscal period 

on March 31, 1933. Thus, within the space of 

two years, Japan will have increased its national 
debt by something over ¥1,500,000,000. The com- / 

bined naval and military appropriations in the | 

new budget total ¥821,000,000, more than twice | 

the amount allotted to the defense services for 

1930-1931—the last normal year. The defense | 

estimates, moreover, were trimmed to this figure | 
only after a prolonged struggle between the 

Finance Minister, Korekiyo Takahashi, and the 

Army and Navy Ministers, who presented de- 

mands in excess of one billion yen. 


The budgetary situation has provoked outs 
spoken warnings from Japan’s business leaders, | 
Baron Seinosuke Go, president of the Japan’ 
Chamber of Commerce, speaking at the organiza- 

tion’s annua] dinner on November 24, declared 

that the government’s bond-issuing policy, by 

stimulating currency inflation and a further de- 

cline of the yen, threatened to result in a collapse’ 
similar to that in post-war Germany. In answer 

to this statement, General Sadao Araki, Minister 
of War, who was also present at the dinner, is re- 

ported to have said that economic questions 
should not receive primary consideration until 

“conditions on the Asiatic continent had been 
stabilized.” Articles in the vernacular press have 
re-enforced the warnings of the business lead- 

ers with a frankness unusual during the past’ 
year. The new vigor of these critica] pronounce- 
ments has led to reports that the long-expected 
reaction against the military is now materializ- 
ing. Such internal opposition, however, will not 
necessarily overthrow the military. On the con- 
trary, it may lead to an even more drastic mili- 
tary control of the government. The forthcom-| 
ing session of the Diet in December will undoubt-” 
edly reveal more clearly the present status of the 
underlying struggle between the military and “big 
business” in Japan. T. A. BISSON 
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